STATE OF VERMONT
PUBLIC SERVICE BOARD

Docket No. 6545

Investigation into GENERAL ORDER No. 45 )
Notice Filed by Vermont Y ankee Nuclear )
Power Corporation re: Proposed Sale of )
Vermont Y ankee Nuclear Power Station and )
Related Transactions )

MEMORANDUM OF UNDERSTANDING AMONG ENTERGY NUCLEAR VERMONT
YANKEE, LLC, VERMONT YANKEE NUCLEAR POWER CORPORATION,
CENTRAL VERMONT PUBLIC SERVICE CORPORATION, GREEN MOUNTAIN
POWER CORPORATION, AND THE VERMONT DEPARTMENT OF PUBLIC
SERVICE

With respect to the above-captioned docket, those entities on behalf of which a signature
appears at the end of this document stipulate and agree as follows:

WHEREAS, Entergy Nuclear Vermont Yankee, LLC (“ENVY”) entered into an Asset
Purchase and Sale Agreement (“PSA”) and related documents including a Power Purchase
Agreement (“PPA"), dated August 15, 2001, with Vermont Y ankee Nuclear Power Corporation
(“VYNPC") pursuant to which ENVY has agreed to purchase and VY NPC has agreed to sell
certain assets of VYNPC, specifically including the Vermont Y ankee Nuclear Power Station
(“VYNPS") as described and defined in the PSA,;

WHEREAS, VYNPC filed a notice with the Public Service Board (“Board”) in
accordance with General Order 45 and filed a petition requesting the Board to open a docket to
conduct an investigation of the sale of VYNPSto ENVY pursuant to 30 V.S.A. 88 109 and 209;

WHEREAS, ENVY filed a petition, as amended, with the Board pursuant to 30 V.S.A.
88 102 and 231 requesting the issuance of a certificate of public good (“CPG”) and the approval
of the transactions contemplated by the PSA, and specifically the acquisition of VY NPS by
ENVY,

WHEREAS, Entergy Nuclear Operations, Inc. (“ENQO”) filed a petition with the Board,
pursuant to 30 V.S.A. 8231 requesting the issuance of a CPG authorizing ENO to operate the
VYNPS as agent for ENVY;

WHEREAS, in connection with the proposed sale of VYNPS, VY NPC, Central Vermont
Public Service Corporation (*CVPS’), and Green Mountain Power Corporation (“GMP") each
petitioned and requested the Board to issue a determination that the proposed sale of VYNPS, in
accordance with the terms and conditions of the PSA, PPA, and other related documents, is
prudent and that the purchase of power by VY NPC from ENVY and subsequent resale by
VYNPC to CVPS and GMP, including other products sold under the PPA and costs incurred by
CVPS and GMP, are and will be used and useful; and



WHEREAS, on January 7, 2002, the Department of Public Service (* Department” or

“DPS’) filed testimony raising certain concerns regarding the proposed transaction;
NOW, THEREFORE, the parties hereto agree as follows:

1.

Additional Power: The Parties recognize that VY NPC may desire to purchase

and ENVY may desireto sell additional energy and capacity produced by VY NPS either
at the end of the term of the PPA or during the term of the PPA in the event ENVY is
able to produce additiona energy and capacity at VY NPS through one or more uprates
(“Uprate’) of the facility.

@ Within a reasonable period prior to the end of the term of the PPA, ENVY shall
give VY NPC reasonable notice of the availability of the energy and capacity as a
result of license extension and will provide VY NPC a commercially reasonable
opportunity for a period of 30 days to negotiate on an exclusive basis its purchase
thereof. Inthe event ENVY and VY NPC do not reach agreement as to such
energy and capacity, and the PPA is otherwise neither modified nor extended,
ENVY shall thereafter be free to sell the same without giving VY NPC any further
notice and right to negotiate. Except for the obligation to provide notice and
engage in good faith negotiations concerning the terms and conditions (including
price) for any proposed sale, nothing in this section shall limit ENVY’sright to
sell energy and capacity produced by VYNPS to VYNPC, any of its sponsors or
any third party.

(b) Before selling any energy or capacity produced as aresult of an Uprate completed
during the term of the PPA, ENVY shall give VY NPC reasonable notice of the
availability of the energy and capacity as aresult of the Uprate and will provide
VYNPC acommercially reasonable opportunity for a period of 30 daysto
negotiate on an exclusive basis its purchase thereof. Inthe event ENVY and
VY NPC do not reach agreement as to such energy and capacity, ENVY shall
thereafter be free to sell the energy and/or capacity resulting from such Uprate
without giving VY NPC any further notice and right to negotiate. Except for the
obligation to provide notice and engage in good faith negotiations concerning the
terms and conditions (including price) for any proposed sale, nothing in this
section shall limit ENVY’sright to sell energy and capacity produced by VY NPS
to VYNPC, any of its sponsors or any third party.

Inspection MOU:  ENVY agrees prior to the closing of the sale of VYNPS
(“Closing”) it will execute and deliver to the Department the Memorandum of
Understanding on Cooperation, Notification and Access, in the form which is attached
hereto as Exhibit A.

Sharing Excess Funds on Delayed Decommissioning:  If Completion of
Decommissioning (as defined below) of VY NPS is delayed beyond the currently
expected completion date of March 31, 2022, any Excess Funds remaining in the
decommissioning trust funds transferred from VY NPC to ENVY at the Closing,
including any gains, losses, or fees on the trust funds while owned by ENVY
(“transferred trust funds’), shall be shared between ENVY and electric consumersin
accordance with the terms hereof. The Completion of Decommissioning is defined for
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the purposes of this provision as plant dismantlement and decontamination to NRC
standards plus the completion of additional activities agreed to or imposed in the course
of Docket No. 6545 or pursuant to any subsequent law or proceeding, but excluding
spent fuel management and any site restoration. Completion of Decommissioning shall
be deemed to have occurred for purposes of this MOU notwithstanding that ENVY may
choose to re-use the site, and portions of existing structures, systems and components,
and that spent fuel is not removed from the site.  Site restoration shall mean that, once the
VYNPS site is no longer used for nuclear purposes or non-nuclear commercial, industria
or other similar uses consistent with the orderly development of the property, the site
will be restored by removal of all structures and, if appropriate, regrading and reseeding
the land.

Sharing of Excess Funds shall take effect if Completion of Decommissioning of VY NPS
is not complete by March 31, 2022. Sharing of excess funds will occur following the
earliest of (i) the date Completion of Decommissioning has occurred and ENVY has
satisfied all of its responsibilities for spent fuel management and site restoration or (ii) the
date on which Completion of Decommissioning occurs and any of the following occur:
(x) settlement between ENVY and the US Department of Energy (*DOE”) with respect
to spent fuel management responsibilities for VYNPS, (y) fina resolution of litigation by
ENVY against DOE with respect to spent fuel management responsibilities for VY NPS,
or (z) satisfactory performance by DOE of its spent fuel responsibility with respect to
VYNPS.

Excess Funds shall mean any funds remaining in the transferred trust funds following the
Completion of Decommissioning, less those funds necessary for management of spent
nuclear fuel (including reasonable contingencies for delays in removal of the spent fuel
from the VY NPS site, or cost overruns associated with the storage or removal of the
spent fuel) and site restoration costs not otherwise payable by the federal government in
accordance with (x), (y), or (z) above.

Fifty percent of the Excess Funds remaining shall be paid to VY NPC for the benefit of
electric consumersin pro rata shares in proportion to the stated ownership percentage of
the VY NPC sponsors. VY NPC shall notify the Department of the payment at the time of
receipt. For sponsors that remain under rate regulation, such pro rata share shall be
refunded by VY NPC to such sponsors in accordance with their aliquot shares pursuant to
the power agreements between VY NPC and such sponsors. For sponsors that no longer
remain under rate regulation, VY NPC shall notify the Department and the state public
utility commission or comparable regulatory body, that either presently exercises or
formerly exercised rate regulation authority over each VY NPC sponsor, that the pro rata
share of Excess Decommissioning Fundsis available. It shall be the responsibility of
each state public utility commission or comparable regulatory body to effect the final
distribution of such Excess Funds. In the event VY NPC shall have ceased to exist at the
time Excess Funds are to be shared as provided above, ENVY shall notify the
Department and the state public utility commission or comparable regulatory body, that
either presently exercises or formerly exercised rate regulation authority over each

VY NPC sponsor, that the pro rata share of Excess Fundsis available. Upon compliance
with the instructions of each such state public utility commission or comparable
regulatory body, ENVY and the trustee of the trust(s) holding such funds shall have no
further obligation with regard to the Excess Funds or their distribution.
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Sharing Excess Revenue After License Extension: In the event that ENVY
extends the operation of the VY NPS pursuant to extension of its NRC license, ENVY
agrees to share with VY NPC fifty percent of the “Excess Revenue” for ten years
commencing on March 13, 2012.

“Excess Revenue’ equals the excess of VYNPS' s revenues determined by taking
VYNPS's average energy price (dollars per MWh) during the fiscal year less the “ Strike
Price” (dollars per MWNh). If the average energy price is greater than the “ Strike Price,”
that difference (in $MWh) times the total MWh sold from VY NPS by ENVY during the
fiscal year commencing on March 13 shall be the “ Excess Revenues.” Entergy agrees to
provide the data necessary to verify this calculation.

VY NPS revenues are based on actual price for energy and capacity sold by VY NPS
during such fiscal year whether to VY NPC, its sponsors, other PPA purchasers or to
market.

The Strike Priceis $61.00 escalated annually on March 13, 2013 and each March 13
thereafter based on the following Escalation Factors:

The Strike Price will be adjusted based on three indices determined by the most
recently published information as of the adjustment date: the Employment Cost
Index (“ECI"), the Gross Domestic Product Implicit Price Deflator (“GDP-1PD”)
and the Nuclear Fuel Market Index (“NFMI”). The weighting of the indicesis 60
% for ECI, 25% for GDP-IPD and 15% for NFMI. The indices are determined as
follows:

B Employment Cost Index (ECI) — Total compensation for private non-farm
workers in the Northeast Region including NY; Source Bureau of Labor Statistics
(Index June 1989 = 100).

B Gross Domestic Product Implicit Price Deflator (GDP-1PD) — US Government
Statistic; BEA National Income and Product Accounts Tables (Index 1992 = 100).

B Nuclear Fuel Market Index (NFMI) — Using market from trade publications
such as Trade Tech, Nukem and UX, the uranium market price, conversion,
enrichment and fabrication costs will be updated monthly and indexed to
February 2012 prices and calculated using weighted averages as set forth in
Schedule 1 hereto.

If any of the above indices should cease to be published, it shall be replaced by an
appropriate replacement index as agreed to by the parties.

Decommissioning Fund Status:.  ENV'Y shall report to the Board and to the
Department the status of the decommissioning funds and the latest NRC calculation of
such responsibility at the same time as such report is required by the NRC. In addition,
ENVY will make this information available to the public and will participate in a public
discussion on the adequacy of the decommissioning funds at a meeting or meetings or
some other forum to be determined in conjunction with the Department.
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10.

ENVY will provide to the Department semi-annual reports of the decommissioning trust

fund status, as reported to ENVY by the funds' managers. ENVY will make available to
the Department appropriate members of the Entergy Corporation Treasury Department to
answer questions about such reports.

Decommissioning Cost Study: ENVY shall update the site-specific
decommissioning cost study at least once every 5 years with the first of these studies due
to be completed no later than the fifth anniversary of the closing under the PSA and
submit the results to the Board and the Department. Following completion of each study,
ENVY shal (i) inform the public of the estimated cost of decommissioning which
resulted from the analysis and (ii) participate in a public discussion of theresults at a
forum to be determined in conjunction with the Department.

Board Approval for Amendment to Trust Regarding Useof Funds: ENVY shall
obtain Board approval in the event it requests disbursement of funds from ENVY’s
Qualified Decommissioning Trust Fund or Non Qualified Decommissioning Trust Fund
(each as defined in the PSA) other than (i) for purposes of decommissioning VY NPS (as
decommissioning is contemplated in paragraph 3 above), (ii) for payment of
administrative expenses or (iii) for distribution of funds upon completion of
decommissioning (including distributions contemplated under paragraph 3 above).

Board Approval for Amendment to Trust Regarding Distribution of Funds:

ENVY agrees that the trust agreement with respect to its Qualified Decommissioning
Trust Fund and Non Qualified Decommissioning Trust Fund will contain a provision
incorporating paragraph 3 above and that such provision shall not be amended without
Board approval. ENVY also agrees that it will give the Board and Department notice of
intent to change any other provision of the trust agreement at least 30 days in advance of
such change.

Site Restoration and Spent Fuel Management: At the time of evaluation of the
decommissioning fund for NRC in connection with the post shutdown decommissioning
activitiesreport for VYNPS, ENVY will provide additional funds or other acceptable
financial assurances as needed to ensure that funding will be sufficient to accomplish
decommissioning, including site restoration and spent fuel management committed to in
this docket.

At the time of the site-specific study referred to in Section 6, ENVY will demonstrate that
funding will be sufficient to accomplish decommissioning, including site restoration and
spent fuel management committed to in this docket. It is agreed such demonstration may
include the implementation of SAFESTOR or other forms of delayed decommissioning.
Entergy agrees that it will perform site restoration as described in Section 3 of this MOU.

Transfer of Decommissioning Fund: Pursuant to Section 6.10(b) of the PSA, at
Closing the entire fund balance in the VY NPC Qualified Decommissioning Trust Fund
and Non Qualified Decommissioning Trust Fund will be transferred to the funds
established by Buyer’s Post Closing Decommissioning Trust Agreement (as defined in
the PSA).



11.

12.

13.

14.

Spent Fuel : ENVY agreesthat it must use its commercial best efforts to assure that the
spent fuel is removed from VY NPS site in a reasonable manner and as quickly as
possible rather than stored at VYNPS. ENVY shall allow the Department to participate
in the discussions with DOE that involve VY NPS and to participate in the decision
whether to pursue the discussions or to litigate.

Board Approval of Operating License Renewal: The signatoriesto this MOU agree
that any order issued by the Board granting approval of the sale of VYNPS to ENVY and
any Certificate of Public Good ("CPG") issued by the Board to ENVY and ENO will
authorize operation of the VY NPS only until March 21, 2012 and thereafter will
authorize ENVY and ENO only to decommission the VY NPS. Any such Board order
approving the sale shall be so conditioned, and any Board order issuing a CPG to ENVY
and ENO shall provide that operation of VY NPS beyond March 21, 2012 shall be
allowed only if application for renewal of authority under the CPG to operate the VY NPS
is made and granted. Each of VYNPC, CVPS, GMP, ENVY and ENO expressly and
irrevocably agrees:. (a) that the Board has jurisdiction under current law to grant or deny
approval of operation of the VY NPS beyond March 21, 2012 and (b) to waive any claim
each may have that federal law preempts the jurisdiction of the Board to take the actions
and impose the conditions agreed upon in this paragraph to renew, amend or extend the
ENVY CPG and ENO CPG to allow operation of the VY NPS after March 21, 2012, or to
decline to so renew, amend or extend.

Financial Integrity: ENVY shall provide enhanced security to assure funds available
for ENVY in an amount not less than $60 million at the time VYNPS is to be removed
from commercial operation. This requirement shall be satisfied by delivery of the
guaranty of Entergy Corporation in the form attached hereto as Exhibit B as well asthe
Inter-company Credit Agreement between EIHL and ENV'Y attached hereto as Exhibit C.

ENVY shall provide the Board and the Department prompt notice in the event it draws
upon the Financial Assurances Credit Agreement (as defined in Exhibit B). ENVY shall
report to the Board and the Department within thirty days after the end of any calendar
six month period (January 1-June 30/July 1-December 31) during which it draws upon
the Working Capital Credit Agreement (as defined in Exhibit B) as to the amount of such
draw.

PPA Low Market Adjustment Mechanism:  The second sentence of the definition of
Market Price, as defined in Article 2 (t) of the PPA, is modified as stated below:

In the event there is no clearing price for Installed Capability, the
Market Price shall be the product of (x) the amount set forth in
clause (@) of the preceding sentence and (y) 110 % (or such other
percentage mutually acceptable to Vermont Y ankee and the Seller
to accurately reflect the price of Installed Capability).



15.

16.

Prudence, Used and Useful: Based on the commitment to make the compromises
described above, and solely in settlement of the respective positionsin Docket No. 6545
of the parties hereto, the parties agree that the Board should issue afinal order in that
docket (the “ Order”):

1.

Finding that the transactions described in the PSA, as modified by the
commitments set forth herein (made for purposes of such settlement), and the
process by which VY NPC sold its assets shall be treated asif it were prudent as
to all decisions and actions taken by Petitioners prior to the close of evidencein
Docket No. 6545 and which were reviewed by the Board in Docket No. 6545;

Finding that the purchase of capacity and associated energy by VY NPC from
ENVY and subsequent resale by VYNPC to CVPS and GMP, including al other
products sold under the PPA and costs incurred by CVPS and GMP under the
PPA and Amendatory Agreements, shall be treated as if it were used and useful
for the PPA’s and Amendatory Agreement’s term;

Finding that the execution of this Memorandum of Understanding and of the
Amendatory Agreements for the continued purchase of capacity, associated
energy and other products from VY NPC and payment of the costs incurred
thereunder by CVPS and GMP shall be treated as if it were prudent asto all
decisions and actions taken by Petitioners prior to the close of evidence in Docket
No. 6545 and which were reviewed by the Board in Docket No. 6545;

Stating that the above provisions are intended to provide the same level of
assurance to the financial community and ENV'Y that each would obtain from a
declaration that (@) such transactions and process, and the execution of the MOU
and Amendatory Agreements and payments of costs thereunder are in fact prudent
and (b) that such purchases of power under the PPA and the Amendatory
Agreements and costs and payments thereunder are in fact used and useful; and

Entering the accounting orders for CVPS and GMP attached to this Memorandum
of Understanding as Attachments A-1 and A-2, respectively.

For purposes of this Memorandum of Understanding, the close of evidence in Docket No.
6545 includes hearings in that docket to review the terms and conditions contained

heran.

Additional Provisions:

1.

This Memorandum of Understanding is governed by Vermont law and any
disputes under this Memorandum of Understanding shall be decided by the Board.

ENVY agreesthat it isacompany as defined by Title 30 of the Vermont Statutes
and will obtain a CPG under 30 V.S.A. 88 231 and 102.

As between ENVY, ENO and VY NPC, this Memorandum of Understanding is
being entered into for settlement purposes in the pending proceedings before the
Board and upon approval of the Board of the Memorandum of Understanding the
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10.

provisions agreed to herein are incorporated in the PSA, PPA and Ancillary
Agreements referred to therein, and whenever there is a conflict between the
terms of this Memorandum of Understanding and the terms and provisions of the
PSA, PPA and Ancillary Agreements, the Memorandum of Understanding terms
shall contral.

The parties hereto, including VY NPC and the Department, agree that the Board
should approve the transfer of VYNPSto ENVY pursuant to 30 V.SA § 109, and
approve the transactions contemplated by the PSA.

The parties hereto, including the Department, agree that VY NPC'’ s transfer of
VYNPSto ENVY will promote the general good of the State of VVermont.

The Department agrees that the Board should issue an Order containing the
findings provided in paragraph 15 hereof and:

6.1  Directing the issuance of a Certificate of Public Good to the current
operating license termination (March, 2012), approving in all respects the
transactions required by or permitted under the PSA and authorizing the
purchase and operation of substantially all of the assets of VY NPC,
specifically including the VY NPS as provided in the PSA as the same is
modified pursuant to this Memorandum of Understanding;

6.2  Determining that the respective ownership and operation of VY NPS
through ENVY and ENO will promote the general good of the State; and

6.3 Determining that the Spent Nuclear Fuel Disposal Trust should be
amended in the form of Exhibit D hereto.

The Department will support issuance of the orders and findings of the Board
specified herein subject to the Department’ s obligations under Title 30 of the
Vermont Statutes Annotated.

The parties agree that this Memorandum of Understanding shall not be construed
by any party or tribunal as having precedential impact on any future proceeding
involving the parties, except as necessary to implement this Memorandum of
Understanding or to enforce an order of the Board resulting from this
Memorandum of Understanding.

The parties have made specific compromises to reach this agreement. In the event
that the Board fails to approve this agreement in its entirety or actsto overrule or
disapprove any portion hereof, each such party agrees that their agreement set
forth herein may terminate, if such party so determines in its sole discretion, and
each shall have the same rights as each would have had absent this Memorandum
of Understanding.

CVPS and GMP agree that, in accordance with GAAP and general rate making
principles, they will apply the entire amount of their share of the proceeds from
the sale of the VY NPS to reduce their respective rate-bases, through an equivalent
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Dated:

Dated:

Dated:

Dated:

Dated:

reduction in their equity investment in Vermont Y ankee. GMP agrees that it will
apply the after-tax cash proceeds over the next two years to increase its ratio of
long-term debt to equity in order to achieve appropriate efficiency in its capital
structure. CVPS agrees it will apply the after-tax proceeds to reduce its long-term
debt, preferred stock and utility common stock equity balances in accordance with
theratios in its current Vermont utility capital structure, as specifically discussed
in Boyle Rebuttal Testimony, February 25, 2002, at pp. 26-29.

VERMONT YANKEE NUCLEAR
POWER CORPORATION
By:

Name:
Title

CENTRAL VERMONT PUBLIC
SERVICE CORPORATION
By:

Name:
Title:

GREEN MOUNTAIN POWER
CORPORATION
By:

Name:
Title

ENTERGY NUCLEAR VERMONT
YANKEE, LLC
By:

Name:
Title

ENTERGY NUCLEAR OPERATIONS,
INC.
By:

Name:
Title

STATE OF VERMONT
DEPARTMENT OF PUBLIC SERVICE
By:

Name:
Title



